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ABSTRACT. Th e urticle. 01 Ille IWe indica/ct, II a preliminary and 

general e l'a/ualion of Ill e taxation IYlle m ill Ethiopia 'I agriculture. The 
lIecellily alld objecth'el for Ihe exillenee of Ihe land,ule fee afler Ihe 
lIalionalization of Ihe land are Ilaled in Ih e arlie/e. The arlie/e 

examinel Ihe incomel from ogricullUre by fo rm hOllleholdl in the 
~oriou.J odminillrOlive regionl of IIII' coun try olld anal)'ltl the ogricu l· 

Illfal income loX olld IfJ effect 011 llie Jocialiu trallsformation of 
Ethiopia's agricu/tIlre. General me/llodJ and ap1!'ouchcJ to tllC the 
tUXOt/OIl sy stem UJ all i,utrumelll for tire COU/llry S ogrier//tl/rol de~e/op· 
meflt arc also mggeued. 

in the proclamation about the regulation of the use of rural lands, [51 
every individual fanner, state fann and peasant production cooperative has 
to pay Lax for using the land. The tax is small (a farmer who is a member of 
an agricultural commune will pay 3.00 Birr, oOler farmers 4.00 Birr, and 
sLate agricultural organizations 3.00 Birr per hectare annually), but under the 
present economic conditions of Ethiopia, where agriculture 's share is around 
60% of the Gross Domestic Product is necessary and expedient. In the 
present conditions of Ethiopia's economic development, the payment of tax 
for the use of the land is based on the Obligation of every farmer to con· 
tribute his share to the funds necessary for the fulri.l.ment of the social, 
political and economic programmes of the government for the development 
of Ule rural population. The proclamation does not differentiate between 
farmers who farm the land privately or cooperatively; communal farms, 
however, are in a better posit ion. U tlie peasants engaged in co· 
operative fanning were taxed less than the communal farmers, there would 
be an attraction, however slight, towards cooperative farming, because the 
peasant is used to relate his labour to the amount of that part of his income 
(especially money ) which goes to the payment of taxes and dues. 

In Ethiopia the ownersh ip of the land already pertains to the whole 
society. The relationship between the farmers and the public, a propos the 
land as an object for cultivation, is expressed in the payment o f the land·use 
fee. The existence of the land·use fee or land rent in Eth iopia after the 
nationalization of the land is based on the fact that the land as an object of 
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ownership belon gs to the state, and that in the meantime its cultivation is 
carried out , except on state farms , by peasant cooperatives, tribal communes 
and individual fanners. The state, as owner of the land , should also collect 
an additional net income in the fonn o f di fferential rent, but this is not done 
at the moment. In contradistinction to the private ownership which existed 
before the Revolu tion and which revealed the exploita tion of the peasants 
by the feudal lords and landowning bourgeoisie, the land-use fee now re nects 
the relations of production between the socie ty and those who fann the 
land , expressing the economic realization of state ownership over the land . 

It is evident in Ethiopia that, because of natural conditions, that is, 
limi tation of arable land and differences in fertility and location of the land, 
unsu itable areas as well as those within average or good yields are fanned. 
Higher yields from better land naturaJly lead to the fonnation of additional 
surplus product and additional net income. The additional net income thus 
obtained is not necessarily connected with the quality of the work of the 
individual farmers or cooperatives, but with the higher productivity of 
labour which is a result of the higher fertility and more favourable locality of 
the land. Obviously, peasants on aver~e and good (anns, other factors being 
equal, are in a better position with respect to the remuneration of labour. 
On the other hand, the peasants who fann the lands below average natural 
conditions, and their local society, face a different situation. According to 
the proclamation fo r the regulation of income tax from rural lands, every 
fanner has to pay income tax. Since there is no defined untaxable mini­
mum, there is no exemption of fanners who cultivate lands under unfavour­
able natural conditions. The imposition of income tax in agriculture, with­
out the proviso of a minimum income not subject to taxation, does not 
conform to the socio-economic requirements for the development of the 
country towards socialism. And since, in !.he practice of taxation in the 
country, there is an exempted minimum income for those engaged in other 
secton; o f the national economy, the absence of an unlaxabJe minimum in 
agriculture will lead to the increase of the differences between the urban and 
rural areas. In the development of Ethiopia towards socialism, part of the 
income tax from the net product in agriculture should be used for material 
incentives in the state and cooperative farms, and for the attainment, as Car 
as possible, of equal or comparable economic conditions in the country. 

The income tax from agriculture is as fonows: fTom an annual gross 
income upto 600.00 Birr: 3.00 Bin: from 600.00 to 900.00 Bin: 4.50 Bin; 
and from 900.00 to 1200.00 Birr: 6.00 Birr. For incomes of more than 
1200.00 Birr, the tax is calculated on the basis of the fanner's bookkeeping. 
For incomes of more than 1200.00 Birr, the tax is calculated from the net 
income by deducting from the gross income all inputs for production, 
including depreciation of property. For state farms and cooperatives under 
Jurisdiction with gross incomes of more than 1200.00 Birr, the tax is 50% of 
the net product [5], irrespective of the magnitude of the net income. 
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Individual farmers wid communal (anns with a gross income of more than 
1200.00 Birr are taxed progressively on the nct income as shown in Table 1. 
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TAB LE 1 

Annual Taxable Cross Incomc 
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Source: "Negarit Cncta" Proclamation No. 77 of 1976, Addis Ababa. 4 January 

1976 . 

The progressive taxation of private and com munal farms up to 70%, 
while state farms and cooperatives are taxed only 50% of their net incomes, 
at first glance suggests to Ul(! mind that the latter are in a better position 
than the former. But if we illustrate the size of the taxations graphically, the 
picutre becomes clear: private farms are in a more favourable positioh than 
the others up to a definite magnitude of the taxation. This has an important 
significance in view of the possibilities at present and in the near future for 
the development of agriculture in the country. Even though production 
inputs do not grow at the same rate as growth in production, the following 
graph is drawn by deducting one-third Crom every taxabl .... gross income as 
production expenses, in conformity with the practice in the country (pro· 
duction expenses in agriculture are estimated at such an amount J1 ,p.255] ). 

It can be seen Crom the graph that the farm s which are taxed progres­
sively up to 70% will pay a higher tax than the state and cooperative farms 
only when the net income roughly overpasses 37,500.00 Birr. Since the 
average income of the population engaged in agriculture does not exceed 
380.00 Birr per annum, (see Table 6), the progression in the taxation system 
will not have a wide practical application. With this in view, it is necessary 
to start progressive taxation in the scale of the tariH at a lower sum than 
1,200.00 Birr. It should, however, be noted that, within the progressive 
taxation itself, the gap of 3,000.00 Birr between each taxable income docs 
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The Taxation In A Graphic Form 
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not conform to the economic conditions of the country - especially the 
agricultural economy - where the di((erence in the annual incomes of the 
population is smaller. With the progressive taxation starting from incomes 
lower than 1,200.00 Birr, and with a narrower gap between each taxable 
income, there will be ensured the collection of a greater sum of taxes at the 
disposal of the state for the socio-economic development of the country, and 
there will also be an effective progressive taxation of the various social 
groups with different incomes. However, the direct tax revenues of the 
government from the agricultural sector, as shown in the following Table 2, 
shows a trend of growth which may be attributed to growth in agricultural 
production, especially in the public sector, and in agricultural incomes by all 
sectors, due to the recent rise in the price of agricultural products as well as 
better administration of the system of taxation. 
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TAR LE 2 

Government Direct Tax Revenue from Agriculture in Million Birr 

Direct Taxes 1973/74 1974175 1975176 1976177 • 1977178 ' 

Land Tax S.2 2 .' 11.8 16 .0 13 .0 
Tithe on Land 1.7 0 .• O.S 
Agricultu ral In come Tax 11.3 10.4 9 .1 18 .0 12.0 

Total 18.2 13 .4 22 .0 34 .0 25 .0 

nudge! esti mates. 
Source ; "Statistical Abst ract 1977", Central Sutistical Office, Addis Ababa, p.167. 

In principle, progressive taxalion under the various stages of the transi­
tion period to socialism should stimulate the material incentive o f the 
peasants. But in order to have an equitable distribution o f the additional net 
income, it is necessa!), thorough ly to study and classify the plots of land in 
th e various regions of the count!)', and in due course to change the unified 
proportio nal taxation for the whole terri tory with differentiated tari ffs of 
taxation for the difCerent locali ties. This will cause some difficulty in 
mak ing estimations of the magnitude o f the differential income within the 
gross income, because there does not exist at present objective criteria and 
scient.ifi call y sound met.hodology for the determ inalion of Ole tariffs o f 
taxatio n. It is not e lucidated to what extent the productivity o f individual 
cooperat.ive farms is due to different natural condit i911s, to what extent du e 
to unreal istic prices or the existing somewhat irrat.ional structure o f pro­
duction and t.o what exten t due to bad organization o f work in the agricul­
tural economy [6, p.136] . 

We have stated above that indiv idual fanners are in a better position than 
the state and coo l>erative farms up to a defin ite magnitude o f the ta..xation o f 
the net income. We can exclude the state farms from the picutre, since they 
normall y have the biggest ne t income because of cultivation o f large-sca1e 
fanns with the investmen t of significant capital ; and we will present the 
situat.ion of ind ivid ual and cooperative fanus in connection with t.he taxation 
o f the incomes and the prospects for their development . 

The size of the arable land, t.he fertility o f the soil, the percentage o f the 
land-use fee , taxes and dues, the number and composit.ion o f t.he members of 
the farm households, the degree of develo pment o f the market economy in 
the region, the level o f t he standard of living are some o f the factors which 
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influence the magnitude o f the consumption of abtricultrnal products by a 
fann household. In the country, until the nationlization of the land , the 
num ber of tenants among the fanning population was very high, and the 
land was subd ivided into very small plots, The taxes and dues from the 
land comprised up to half of the income from the fann, and the part that 
was left to the peasant and his family was often not sufficient for normal 
feeding. According to one study [1 , pp.37-41 1 carried out in four adminis­
trative areas in two provinces, where the peasants according to ownership 
consisted of three groups - fuU owner, part.owner and tenant - the per­
centage of consumption of the various agricu ltural products was as shown in 
Table 3. 

TABLE 3 

Percentage of Consumption of Agricultural l'roduets 

Administrative Area Seed Consumed Sold Rent 

Debre Tabor 7.844 74 .403 17.149 0.604 

Gonder 9.762 66.352 2 1.594 2.290 

Welisso 11.735 50.743 19.11 8 18.40 1 
Am bo 13.710 4 7.311 4.551 34.437 

Average 10.7 iO 59.703 15 .603 13.931 

The data are worked out from Table 6 in " Read ings on the Ethiopian Economy", 
edited by G.J. Gill, Addis Ababa University, Addis Ababa, November 1974, p.40 . 

In Oebre Tabor, where from the surveyed households the ownership over 
the land is 93.21%, consumption is high (74.4%), whereas in Ambo, where 
the ownership was 35.20%, consumption is low (47.3%). From the Table, 
there can be seen the relationship that, with the increase in rent, t here is a 
reduction in consumption and also a tendency towards reduction in the part 
of the harvest that is sold. The proportion of the harvest used for seed, 
however, increases in inverse proportion to the other data. One of the 
factors that determines the amount of the seed needed is the fertili ty of the 
soil for the cultivation of the various crops. 

We may assume that, after the nationalization of the land, consumption 
of agricultural products by the peasants who were tenants and part-owners 
increased because of the abolition of rent and because of the new ability to 
satisfy nonnal nutrition needs, For example, according to the estimate made 
of short-term nutritional targets by the United Nations Food and Agricul­
tural Organization, the consumption of calories in the coun try for 1970 was 
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only 83% of that required for health [1 , p.44 J. In addition to th is, it should 
be noted that there will be an increased production consumption o f agricul­
tural raw materials for the expansion of certain branches of the manufactur­
ing industry. Thus, in order to expand agricultural production , the state 
should use financial and economic mechanisms to encourage the fonnation 
and expansion of state and cooperative fanns. Conditions based on mat.crial 
interests that will encourage the peasants to work cooperatively and make 
efforts to increase production shou1d be available. One of the most impor­
tant mechanisms in this respec t is the method of taxation in agriculture. 

An estimate of the average agricultural production by a Carm household 
in the various administrative regions of the country is shown in Tables 4 and 
5. From Table 5 it can be seen that the highest income is in the province of 

Ti\I~LE 4 

Average Size and Plots o f Farming Households in Ethiopia, 1971 

" rovinceo 
(now AdministTative 

Regions) 

""'; 
Bale 
Gondar 
Garno Gofa 
Gojam 
Harerghe 
lIIubabor 
Kefa 
Shoa 
Sidamo 
Tigray 
Weltcga 
Wello 

Total 

Number of 
Farming 

Households 

143400 
82660 

272595 
128865 
257095 
253 180 
138220 
250340 
76 1640 
357100 
246446 
300040 
297885 

3489466 

Average 
Cultivated 

Area per 
I iousehoid 
(hectares) 

2.9 
2.0 
2.2 
1.0 
1.3 
1.6 
1.3 
0 .7 
1.8 
0.5 
1.0 
I.. 
0 .7 

I.. 

Number of Fields 
Average per 

Total Fanning 

4571:100 
286540 
777570 
288755 
708920 
6 11809 
395260 
820070 

2048755 
762000 
759568 

11 76310 
664 125 

9657482 

Household 

J.2 
2.J 
2.9 
2.2 
2.8 
2.4 
2 .9 
J.J 
2 .7 
2. 1 
J . I 
J .9 
2.2 

2.8 

Average 
size of 
field 

(hectare) 

0.9 
0.9 
0.8 
0.5 
0.5 
0.7 
0.4 
0.2 
0.7 
O.J 
O.J 
0.4 
O.J 

0.5 

The Table shows only the fields cultivated during the statistical observation, which 
varies for the different provinces between 1968-1971. The data do not include Eri trea 
nor certain other regions. 

SouTce: Land Area and Utilization, Volume V, Central Statistical Office, Addis 
Ababa, February 1975. 
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TABLE 5 

Estimates of Agricultural Production per Farm Household in the Various Administralive Regions m 
:j 

Adnl. Region Arssi Bale Gondar Garno Gofa Gojam Harerghe Illubabor 6 
~ 

Crop kg Birr kg Birr kg Birr kg Birr kg Birr kg Birr kg IlirT > z 
~ 

Tcffl 124.4 50.74 112.1 42 .12 479.4 233 .95 96,0 34.2-1- 315.0 1H.6 1 44.1 24.92 140.8 58.69 0 
c: 

Barley 1271.0 261.05 808.5 114.56 224.7 75.09 90. i 23 .67 136.3 30.29 29.5 9,16 33 .2 11.37 ~ 
Z Sorghum 12 7.4 25.01 5.5 1.54 241.7 77.7S 198.7 56.17 116, 2 25 .18 8 29.2 241.05 148.0 41.84 > 

Maize 315 .5 57.58 337.6 79.98 3 1.0 9.23 338. i 66.8 1 54.3 13 .2 1 256.2 70.94 639.2 '" 142.2 2 0 
Wheat 36 1.0 97.04 324 ,7 79.88 79.5 34.19 29.3 10.39 52.7 16.92 13 . 1 5.45 9.6 5.63 ~ 

Millel 142.1 45.71 I.. 0.45 157.6 34.15 0.4 0 .12 25.4 7. 18 " m 
Wescra2 

36.5 15.70 0.4 0 . 17 < m 
'-Iorse Beans 70.6 15.53 18.1 5045 90.4 26.06 9.' 2.83 55.5 13.81 1204 3.89 26.7 8.04 r 

0 
Peas 91.1 21. 86 128.2 4 3.3 1 96.5 29.84 5.9 1.99 340.7 11 .66 11.7 4.05 66.6 22.50 ~ 

?:: 
Chick Peas 12.3 4.57 0.3 0. 11 98.7 31.75 1.1 0.41 3.0 0.81 0.5 0 . 19 m 

Z 
Lentils U 0 .5 1 0 .2 0.08 6.2 2.14- 0. , 0 .21 1.6 0.63 0.3 0.12 ~ 

1·larieor Beans 12.5 4.30 6.3 1. 79 6.1 \.74 9.4 1.93 0.1 0.Q3 
~ 

i;; GwayaJ 1.9 0.59 1.8 0.76 6.5 2.SS 0.2 0.08 r 
Nug 2.8 1.13 2.6 1.03 44.8 15.90 46.0 16.83 2 .5 0.99 > 

~ 

Linseed 63.0 13 .70 57.8 16. 11 2.3 0.80 12.8 3.17 0.1 0 .06 " 
Sesame 9.9 7.7'3 0.3 0.23 

.-
0.4 0 .34 < 

Groundnuts 3.3 0 
r 

Ensctc (a) 6. 1 64.0 13 7.4 19.7 w 

Coffee 3.4 13 .97 IS .! 62 .06 0. 1 0041 26.9 96.30 27 A 8 5049 Z 
Chat4 4 .0 16044 105.0 375.90 

0 

Geshos 204 9.86 0.5 2.06 
N 

0.2 0. 72 . 
~ 

Total (b ) ~ 
593 .29 384.17 608. 29 263.79 294.16 834.86 384.51 ~ 

-=---,,=~ - :-- ~~' 
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TABLE 5 (continued) I r Adm. Region Keffa Shoa Sidamo Tigra)' Wcllega wdto ~ 
Crop kg Birr kg Birr kg Birr kg Birr kg Birr kg Birr t ~ 

Teffl 120.0 52 .94 250.0 115.18 15.0 9.42 129.8 58 .92 16.0 7.37 111.2 45.50 r. Barley 34.6 9.74 258.3 67 .86 37.0 10.55 115 .8 34 .07 95. 1 24.98 113 . 1 31.67 , . 
n Sorghum 60.2 17.96 152.2 35 .39 13.5 4.36 174.2 51.5 3 143.0 40.43 185.1 48 . 13 c 

Maiu 254.6 51.94 215 .8 51.12 149.4 37 .35 29.4 7.14 24.1 5.71 47.2 10.23 "" c Wheat 10.9 6.11 173.7 61.58 2.7 1.02 88 .4 35.82 72.6 25 .14 H,O 11.5 5 "-Millct 9.5 2.8 3 102 .2 30.23 83.9 23.72 ;;' Wesera2 0.2 0.07 12.7 5.15 10.4 3.69 0.4 0 . 13 " 110m liean! 23 .0 7 .67 133.4 40. 19 1.8 0.71 27 .5 7.87 2SA 7.56 38 .9 IUS Pm 17.1 7.96 68.3 23.07 3.0 1.06 13 .6 4 .52 24 .8 8 .]8 33.0 9.47 
Chick Peas 54 .5 20.25 41.8 12.46 6 .7 2.49 7.2 2.68 
I1ntils 14.6 6 . 18 2 .5 0.69 5.7 2.0 2 
Ilaricot Beans 1.4 0.40 6.5 1.85 8.3 3.26 0.8 0.23 6.5 1.8S 3. 1 0.77 
GwayaJ 0.1 0 .05 9.6 4.06 5.9 1.62 0 . 1 0.04 2.4 0 .85 
N" 0.2 006 13.4 5.32 5.9 2.34 33.S 13 .30 0 .2 0 .08 
Linseed 1.8 0.70 6.9 1.25 I.l 0.51 2.1 0 .80 
ScS;tmc 9.5 8.03 0 .7 0.59 
GroundnulS 
Ensc:>te(a) 96.7 25 .8 42.9 0.5 
Coffee 21.6 71.7 1 0 .5 2.06 31.6 70.47 31.0 127.4 1 
Chat4 1.2 3.98 0.1 0.41 
Gcshos 

8 .0 32 .88 

Total(b) 233.42 468.10 138.20 261.87 293.77 175.46 

I Erugrostls tef 1 Bar Icy and wheat 3 LuthyrllJ Jati~!1J 4 CUlhu edlllis , 
Rhumus prinoides 

(a) Price not available (b) The sum is only for stat is tically surveyed Uousehol ds 

St>urcc:> : Land Area and Utilization, Vol. V, Central Statistic:1l Office, Addis Ababa, February 1975, and S tatim- I ~ 
cal A bSIfllct 1977, Central Statistical Office, Addis Ababa. 
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Harerghe (834.86 Birr), and that lowest in Sidamo (138.20 Birr), and for the 
whole country t.he average gross income from agricul ture is 380.00 Birrl . 
The estimate for the consumption of cereals in the four regions, as shown in 
Table 3, is on the average 59.7% of the product, and for the region with the 
lowest number of tenants it is 74.4%. According to another estimate for the 
production and consumption o f agricultural products in the whole country 
fo r 1973 (Table 6), the average projected consumption is 65.5% of the 
product, and for cereals alone it is 60.9%, which is near to the average in 
Table 3. 

TABLE 6 

Estimates for the Production and Consumption of Agricultural Food Products for 197] 

Projected Production Projected Consumption 

Crop "'" Production kg. peT 
('000 hectares) Yield ('000 tons) year % 

Teff 2101.9 700 1471.8 1053. 1 7l.6 

Wheat 806.] 76, 616.9 318.1 5 1.6 

Barley 1582.1 903 1429.7 590.4 41.2 
Maize 1298.4 1164 1406.4 9]8.5 66.7 

Sorghum 1779.6 905 1610.4 1081 .4 67. 1 
Ensc: te 475.0 1000 475.0 475.0 100.0 
I'ulsc:s 1022.2 716 7] 1.6 680.5 9].0 

Oilseeds 516.6 586 ]09.0 8].6 27.1 

Potatoes ]5 .0 52]0 18] .0 101.0 55.2 
Sweet I>otatoes 32.0 4473 143 . 1 73 .6 51.4 
Fruit and Veg. 97.6 ]306 ]22 .7 274.] 85.0 
I'epper 208.6 498 103.9 93.5 90.0 

Total 9865.3 20246 8803 .5 5363.0 65.5 

Source:: II , pp. 34-3SI. 

We may assume that in the coming years the cultivated land per farm 
household will not increase significantly, because of the limited possibilities 
for the development of further arable lands and because new plot.<; will 
primarily be fanned by the landless, among other reasons; we may also 
assume that the average consumption of 3 farm household will grow to the 
level of the Debre Tabor region of 75%'. We can then calculate on a con­
sumption of about 285.00 Birr, and the remainder for 3 farm household will 
be about 95.00 Birr. With this sum the peasant has to cover expenses for 
himself and his family for needs other than food and his tax obligations. 
What remains wiil not be sufficient for investment to expand the repro­
duction processes of the agricultural economy. In the present conditions of 
the country's economy, agriculture (all sectors of the agriculturaJ economy) 
contributes more than 60% of the Gross Domestic ProductJ • And because 
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of this, more resources for the development o f the national economy have to 
be available from it. In this respect, an important prerequisite to increase 
the income from agriculture is the establishment of modem state fann s. An 
indicator for the possibilities in this direction is the fact that, according to 
F AO 's estimate of 1970's production of sugar-cane in large-scale fanns with 
modem technology and techniques of production, the average world pro­
duction is 53,100 kg per hectare, while for Ethiopia it is 157,900 kg per 
hectare - al most three times more than the average for the world. This crop 
is important as an example of what can be achieved in Ethiopia's agriculture , 
given proper inputs and efficient (ann management r l, pp. 4748 1. 

In general, the methods of obtaining more resources from agriculture 
for the development of the rural areas and the economy as a whole are: 

(1) by fixing the size of the income ta. ... and the spread of each taxable 
income tariff group on the basis of the incomes of the peasants; 

(2) by changing the taxation system accordin g to the economic con­
ditions of the country, so that the greater burden falls on private 
capitalist elements; 

(3) by determining a minimum income exempted from taxation on the 
basis of certain profitability according to the economic pos­
sibilities of the country, so as to effect the material stimulation of 
agricultural production; 

(4) by stimulating expanded reproduction, and by that means obtain ing 
more resources. In this method, the taxation of cooperatives should 
be divided into two groups, that is, the net income should be taxed 
differently in the part which is for distribution among the members 
of the cooperative and that which is used for the expansion of 
prod uction; 

(5) by imposing taxes on the important fixed capitals in conformity 
with their modernization, so as to increase the re<;ources from the 
agricultural sector at the disposal of the government, and at the 
same time to ensure their effective and rational utilization; 

(6) in the proclamation for the formation of cooperatives, it is 
indicated that the production cooperatives will pay their members 
according to the quantity and quality of work perfonned and that 
they will have their own internal regulations. In order to con trol 
the reduction of the taxable net income through inflation of the 
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fund fo r "sularies and wages", it i.; necessary to det.eml ine, in due 
course, the average remuneration of labour by the state, so as to 
control the taxable incomes and at tile srune time to have a similar 
scaJe for the payment of labour. 

According to the proclamation fo r t.he fonnat.ion o f service cooperatives, 
three of thei r functions are (1) to provide loans at reasonable interest, and 
(2) to supply agricultural instnunents and (3) to service t.ractors for t.he co­
operatives l4J. The finan cial resources fo r t.his can be membership fees, t.he 
savings of t.he peasants, the taxes for t.he various services and the profits from 
trade, But because of the undeveloped nat.ure of agricult.ural production, on 
which the income of tile service cooperatives a150 depends and therefore 
Uleir abili ty to finance and supply_ the 1>e3Sant associations with lhe means 
of production, it would be morc effective if the state took over this responsi­
bility in the initial stages of the establishment and development of the pro­
duct.ion cooperatives, 1'0 accelerate the process of attracting the peasants t.o 
fonn or join cooperatives and at the same time to increase agricultural pro­
duction, it is essential, as Lenin has writ.t.en, that "the smull peasants should 
be guaranteed, on certain tenns, the free use of part. of t.he agriculturaJ 
mach inery belonging to t.he big peasan ts" [3, p.590], Ln Et.hiopia, agricul­
tural machinery is nationalized and are under t.he control of the state, 
Nevertheless, already one of the grievances o f the peasant associations is that. 
Ole rent. for the utilization of tradors is very high 12]. The government has 
to facilitate t.he utilization of the tractors and other agricult.ural machinery 
according to the economic possibilities of the peasant. associations. The 
government has also to collaborate with the peasant. associations by provid­
ing economic and organizational aid fo r the introduction and expansion o f 
modem technology and techniques of production in the 3brricultural 
economy, 

The development. of agriculturaJ production and the socia1ist rural trans­
formation in Ethiopia requires t.he corresponding development. of industry. 
especially those branches of industry which process agricultural raw 
materials and those which produce means o( production (or agriculture, The 
accomplishment of Utis role of tile state is of essent.ial significance. At the 
national economy level, it is only the governmen t that can coordinate the 
various economic activities and take t.he necessary measures for the stimula­
tion or the factors that accelerate development and abolish or limit those 
that. slow down development.. 

CONCLUSION 

The existence of a land-use (ee after the nationalization of the land is 
based on the rationale that the land as an object of ownership belongs to the 
state and in the meantime, with the exception of state farms, its cultivation 
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is carried out by peasant associations, tribal communes and individual 
farmers. The land-usc fee re flects the relations of production between the 
society and thosc who fann the land, expressing the economic realization of 
state ownership over the land_ The state should use financial and economic 
mechanisms to accelerate the country's ab>Ti.cultural development into 
socialist ways of production, and to obtain the necessary resources from this 
sector for the overall socio-cconomic development of the country _ In this 
respect the agricul tural income tax has to con form to the economic realities 
of the sector taking account of the factors that will encourage the growth of 
production. In general, the system of taxation in agriculture during the 
various stages of the transition to socialism should contribute to the liquida­
tion of capitalist clements and stimulate the material incentive of the peas­
ants, especially in the formation of production cooperatives. In order to 
effect a more equitable tax system, it is necessary to classify the various 
plots of land throughout the rebrions of the count ry, and in due course to 
change the unified proportional taxation for the whole country into dif­
ferentiated tari ffs of laxation for diFferent localities. 

2 

J 

NOTES 

The sums arc the result of the total of cultivated plots in the statistically surveyed 
r~ions, multiplied by the avt: rage yield of a given crop per hectare in the coumry. 
divided by the number of farm households in the r ... gions. The r ... su[t is multiplied by 
the wholesale prices in the cities of the administrative region; wh ... n no pri ces were 
given in the region the average for the eountry was used. The statistical observations 
of dIe households and the cultivated land wer ... carried out from the ... nd of 1968 up 
w the middle of 197 1. Th ... prices arc those of 1976 . 

The asstI mption that consumption will increase to 7 S% is based on the foll owing 
r ... asons : (1) th ... abolition of th ... high land rent after the nationalization of the land; 
(2) the need for normal nutrition and increased consumption of calories per head of 
population, as ..-ompared to previous consumption. and (3) because the unemployed 
popUlation in the run.l areas and the number of the m ... mbcrs of a household are 
almost the same in all admi nistrative regions. 

According to the estimates of the Central Statistical Oftice, the share of agricultur ... 
in the Gross Domestic Product for the years 1970-1976 is around SO%. This is so 
because, in the practice of the calculation of the GOP, the value of the non-material 
produ ction spheres of economic activity (su ... h as transport , communications and 
services ) is included in it. For transportation and selVic ... s which comprise part of 
material produ ... tion, da ta ar ... not available. But if w ... exclude from the calculation 
the value of services (banking, insuranc ... lnd real esta te, public administration and 
defence, ownership of dwell ings, educational $ClViccs, m ... dical and health services), 
the share of agriculture r ... prcscnts 60% of th ... Gross Domestic Produ ct . 
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